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EVER  since  the  Federal  Reserve  Act  introduced 
and  legalized  in  American  banking  the  Accept- 
ance Credit  System,  a  wide  educational  campaign  to- 
wards the  use  and  development  of  bank  and  trade 
acceptances  has  been  progressing.  The  comments  on 
this  campaign,  and  its  preliminary  results,  have  been 
so  gratifying,  and  the  subject  has  proved  to  be  so 
interesting,  that  its  discussion  has  almost  become  a 
fad.  The  bankers,  merchants,  and  manufacturers 
of  the  country  have  included  it  on  the  official  pro- 
grams of  their  respective  conventions,  and  financial 
and  commercial  magazines  and  reviews  often  give 
it  prominent  space  in  their  editorials.  Special  coun- 
cils or  committees  have  been  formed  under  the  aus- 
pices of  some  of  the  most  influential  national  busi- 
ness organizations,  such  as  the  American  Bankers' 
Association,  the  Chamber  of  Commerce  of  the  United 
States,  and  the  National  Association  of  Manufac- 
turers. The  American  Trade  Acceptance  Council 
is  also  the  outgrowth  of  the  War  Convention  held 
last  year  by  the  above  associations  in  Atlantic  City, 
and  through  this  Council  a  very  active  and  aggressive 
propaganda  is  now  being  conducted  in  our  most 
important  commercial  centers. 

To  spread  the  use  of  acceptances  among  its 
members,  the  American  Bankers'  Association  has 
adopted  a  very  comprehensive  and  elaborate  plan, 
which  provides  for  a  general  committee  in  every 
State  in  the  Union.  Sub-committees,  averaging 
six  to  each  State,  are  to  be  appointed  to  work 
in  such  parts  of  the  State  as  may  be  assigned  to 
them  by  the  State  Committee.  These  sub-com- 
mittees, in  turn,  will  apf)oint  county  committees, 
which  will  reach  the  banks  of  their  respective  coun- 
ties, and  the  latter  are  expected  to  urge  on  their 
local  merchants  the  advisability  and  the  advantages 
of  credits  through  acceptances,  whenever  credit  is 
needed  and  justified. 


Other  Systems  of  Cbedit  Not  Supplanted 

I  purposely  said  "whenever  credit  is  needed  and 
justified,"  because  a  few  enthusiastic  and  sincere 
supporters  of  acceptances  have  sometimes,  unwilling- 
ly of  course,  created  the  impression  that  acceptances 
were  expected  to  entirely  supplant  any  other  previ- 
ous systems  of  credit,  such  as  commercial  paper  or 
open  accounts.  A  few  of  those  prejudiced  against 
acceptances  have  even  understood  that  acceptances 
had  come  to  eliminate  the  cash  discount  granted  by 
the  seller  of  goods  in  many  lines  of  business  where 
in  the  majority  of  cases  settlements  are  made  on  a 
cash  basis. 

It  is  obvious  that  acceptances  should  be  used 
only  when  credit  is  required  by  the  buyer,  and  when 
the  seller  is  willing  to  grant  it.  Concerns  able  to 
carry  their  business  on  a  cash  basis  need  not  employ 
acceptances.  If  their  capital  is  sufficient,  or  if  they 
have  special  reasons  for  borrowing  money  on  their 
own  single  name  paper,  or  against  collateral,  they 
should  not  be  criticised  for  remaining  indifferent  to 
the  acceptance  system.  Their  number  may  be  re- 
stricted, but  they  are  certainly  entitled  to  manage 
their  own  affairs,  and  it  is  for  their  bankers  to  judge 
whether  or  not  their  policies  are  sound  and  prac- 
ticable. 

A  Great  Step  Forward 

Acceptances  have  come,  not  to  destroy  or  to  sup- 
plant completely  the  old  order  of  things.  Their 
advent  should  be  looked  upon,  however,  as  con- 
stituting a  great  step  forward,  and  they  will  most 
assuredly  become,  as  stated  by  the  Federal  Reserve 
Board,  the  standard  form  of  paper  in  the  world's 
discount  market. 

Electricity  has  not  supplanted  gas  for  illuminat- 
ing purposes,  but  electricity  is  far  superior  to  gas; 


neither  has  electricity  supplanted  steam  as  a  source 
of  power.  Horses  and  mules  are  still  used,  not- 
withstanding the  popularity  of  automobiles  and  the 
advantages  of  motor  trucks.  Sailing  vessels  are 
still  crossing  the  seas  competing  against  steamships, 
and  inland  canals  still  withstand  the  competition  of 
the  most  perfect  system  of  railroads. 

An  Evolution — ^Not  a  Revolution 

Maybe  some  of  our  very  few  "stand  pat"  bankers 
and  merchants  are  satisfied  with  the  old  way  of 
doing  business.  They  state  that  the  country  has 
sufficiently  developed  and  progressed  under  the  old 
system  of  credit  and  see  no  room  or  reason  for 
improvement.  May  we  remind  them  that,  up  to 
now,  we  have  had  to  look  almost  exclusively  to  the 
development  of  our  own  resources;  that  we  were  a 
borrowing  country  instead  of  a  lender  of  money, 
that  our  industries  had  no  surplus  production  for 
export,  but  that  today  we  rank  as  the  foremost 
nation  in  the  world — politically,  as  leaders  of  the 
march  towards  universal  democracy;  commercially, 
on  account  of  the  large  trade  balances  in  our  favor; 
and  financially,  having  become  the  leading  inter- 
national bankers,  through  our  loans  to  foreign  na- 
tions and  our  present  holdings  of  the  largest  stock 
of  gold. 

Many  other  reasons  might  be  presented  to  explain 
why  the  American  people  should  be  proud  of  having 
anticipated  the  future  of  their  great  commonwealth 
in  completing  the  Panama  Canal,  in  enacting  the 
Federal  Reserve  Law  and  in  having  decided  to  build 
a  large  merchant  marine,  so  essential  to  the  main- 
tenance and  development  of  our  foreign  trade.  All 
the  above  measures,  which  were  fought  by  many  in 
the  "stand  pat"  class,  are  today  considered  as  great 
achievements  which  will  protect  the  economic  life 
of  the  nation  and  help  our  Government,  perhaps 
indirectly,  but  very  forcibly,  to  win  this  great  war. 

If  the  Federal  Reserve  System  is  here  to  stay, 
so  are  acceptances.  They  represent  not  a  revolu- 
tion but  an  evolution  in  our  system  of  credit;  they 
tend  to  assemble  all  our  quick  assets  and  to  prepare 
in  case  of  need  for  the  prompt  mobilization  of  our 
banking  resources. 

Trade  Acceptances 

Addressing  such  a  representative  assemblage  of 
bankers,  I  take  it  for  granted  that  you  are  perfectly 
familiar  with  the  principles  and  legal  phases  of 
bank  acceptances,  which  are  specifically  defined  by 
the  Federal  Reserve  Act.  You  are  assuredly  more 
specially  interested  in  discussing  trade  acceptances, 
that  is  to  say,  bills  of  exchange  or  drafts  accepted 


by  others  than  banks  or  bankers.  These  accept- 
ances are  an  immediate  result  of  the  same  act,  but 
their  legal  and  practical  handling  have  mostly  been 
left  to  the  special  rulings  and  opinions  of  the  Federal 
Reserve  Board.  Technically  speaking,  there  are  no 
special  restrictions  covering  the  issuance  of  trade 
acceptances.  As  long  as  they  agree,  drawer  and 
acceptor  may  execute  acceptances  covering  any  kind 
of  transaction,  even  accommodation  paper,  maturing 
after  three,  six,  nine  months  or  more.  The  follow- 
ing paragraph  of  the   Trade  Acceptance  Journal 

stating  that: 

"The  trade  acceptance  is  not  a  credit  man — it  is  not  a 
panacea  for  all  credit  evils — it  will  not  make  an  honest  man 
out  of  a  dishonest  customer." 

is  well  worth  quoting  in  the  premises — but  to  be 
considered  as  quick  assets  by  bankers  and  to  be 
declared  eligible  for  rediscount  or  purchase  by  a 
Federal  Reserve  Bank,  trade  acceptances  must 

1.  Have  arisen  out  of  an  actual  commercial  transaction, 
domestic  or  foreign. 

2.  Have  a  maturity  at  time  of  purchase  or  of  rediscount  of 
not  more  than  ninety  days  exclusive  of  days  of  grace. 

3.  Be  an  unconditional  bill  unconditionally  accepted. 

4.  Possess  a  definite  maturity. 

Either  secured  or  unsecured  by  merchandise,  acceptances 
must  comply,  at  all  times,  with  the  above  requirements, 
to  be  eligible. 

Ineligible  Acceptances 

Trade  acceptances  issued  to  carry  or  to  trade  in 
stocks,  bonds,  or  other  investment  securities,  except 
United  States  Bonds  or  United  States  Certificates 
of  Indebtedness,  are  not  eligible;  neither  are  bills 
the  proceeds  of  which  are  intended  to  be  used  or 
have  been  used  as  permanent  investments  of  any 
kind,  such  as  real  estate,  buildings,  machinery,  etc. 
The  foregoing  two  classes  of  paper  are  considered 
either  speculative  or  not  self-liquidating.  Ineligible 
acceptances  should  be  assimiliated  to  slow  assets  and 
are  to  be  carried  as  loans  that  banks  for  special 
reasons  agree  to  carry  up  to  a  reasonable  extent  for 
the  benefit  of  their  customers. 

Eligible  Acceptances 

In  the  issuance  of  eligible  trade  acceptances  there 
are  three  principal  parties  at  interest. 

The  maker  must  be  satisfied  with  the  standing, 
credit,  and  responsibility  of  the  acceptor  for  the 
amount  involved.  For  him  it  is  a  plain  matter  of 
extending  credit  to  the  acceptor,  and  up  to  what 
amount.  When  he  secures  the  acceptor's  signature 
on  the  bill  he  has  a  definite  acknowledgment  of  debt 
by  the  acceptor,  not  subject  to  any  further  claim  or 
offset,  or  to  any  request  for  delay  or  extension  of 
payment.    If  the  maker  is  particular  in  the  selec- 


tion  of  his  customers,  and  careful  in  extending 
credit  facilities,  he  can  expect  to  discount  at  his 
bank,  whenever  convenient,  the  trade  acceptances 
held  by  him,  and  obtain  the  full  value  of  his  invoices, 
thus  avoiding  a  lock-up  of  money  until  their  ma- 
turity. He  may  also  have  the  benefit  of  a  preferen- 
tial rate  often  applied  by  bankers  to  trade  accept- 
ances and  consequently  be  able  to  sell  at  a  somewhat 
cheaper  price  to  the  acceptor. 

The  acceptor  should  be  careful  to  limit  his  total 
obligations  through  acceptances  to  an  amount  pro- 
portionate to  his  capital,  to  his  volume  of  business, 
and  to  the  credit  extended  to  him  by  the  banks 
expected  to  buy  his  acceptances.  Any  good  busi- 
ness man  is  jealous  of  his  standing  and  knows  that  a 
default  in  meeting  his  obligations  at  maturity  will 
ruin  his  credit  for  a  long  while,  and  will  almost 
destroy  his  chances  of  further  success.  '  - 

The  purchaser  or  banker  will  always  discount 
more  willingly  an  obligation  bearing  two  names 
instead  of  one;  he  will  be  inchned  to  give  a  better 
rate  of  discount  not  only  on  account  of  the  superior 
class  of  paper,  but  also  because  the  Federal  Reserve 
Bank  applies  a  preferential  rate  to  the  rediscount  of 
trade  acceptances.  Furthermore,  the  banker  will 
feel  morally  satisfied  that  his  money  is  intended  to 
finance  an  actual  commercial  transaction  involving 
a  sale  of  merchandise  deprived  of  any  speculative 
character. 

As  soon  as  the  use  of  acceptances  becomes  general, 
bankers  will  most  probably  feel  inclined  to  restrict 
their  accommodations  through  single  name  paper 
to  those  firms  compelled  to  carry  a  full  stock  of  goods, 
either  for  manufacturing  purposes  or  to  supply  the 
daily  demand  from  their  customers.  Eligible  trade 
acceptances  held  by  bankers  in  their  portfolio  may 
be  considered  as  a  secondary  reserve,  quickly  con- 
vertible into  cash  by  their  rediscount  either  through 
the  Federal  Reserve  Bank  or  through  brokers  in  the 
open  discount  market. 

Financing  the  Cotton  Trade 

Being  privileged  to  talk  to  New  England  bankers, 
I  deem  it  opportune  to  mention  the  problem  you  will 
be  called  upon  to  face  when  financing,  beginning 
this  coming  September,  the  cotton  purchases  to  be 
effected  by  the  merchants  and  spinners  of  this  very 
important  district.  Two  and  one-half  million  to 
three  million  bales  of  cotton  will  be  required,  in- 
volving about  $400,000,000  to  $500,000,000  to  be 
paid  by  the  New  England  States  to  the  Southern 
States.  The  high  price  of  the  staple,  the  delays 
and  difficulties  in  transportation,  the  lack  of  ware- 
housing facilities,  and,  to  some  extent,  the  unavoid- 


able red  tape  arising  from  the  delivery  of  goods 
against  Government  contracts,  render  the  problem 
still  more  difficult.  Under  such  unusual  conditions 
and  on  such  a  large  scale  it  is  impossible  to  trade 
on  a  strictly  cash  basis. 

The  National  Association  of  Cotton  Manufac- 
turers and  the  cotton  shippers  of  the  South  have  been 
working  jointly  to  find  a  practical  solution  and  have 
agreed  that  one  of  the  best  steps  to  be  taken  will 
be  the  wider  use  of  bank  and  trade  acceptances  in 
effecting  settlements  between  the  buyers  and  the 
sellers  of  the  cotton.  Uniform  and  ironclad  rules 
such  as  it  was  originally  proposed  to  apply  to  the 
settlement  of  these  transactions  without  any  dis- 
crimination as  to  capital,  standing,  and  business 
record  of  the  merchants  of  the  South  or  of  the  mill 
owners  of  New  England,  are  impracticable  and 
pretty  nearly  deserve  the  name  "Utopian."  The 
fact  is  that  the  cotton  men  of  the  South  are  as 
anxious  to  sell  and  ship  their  cotton  as  your  mills 
are  to  buy  and  receive  the  same.  An  undue  accumu- 
lation of  cotton  in  the  Southern  States  will  be  as 
disastrous  as  a  lack  of  supply  for  your  mills.  It  is 
imperative,  therefore,  that  all  interested  parties,  that 
is  the  sellers,  the  buyers,  and  the  bankers,  get  to- 
gether and  work  hand  in  hand  to  obtain  generally 
satisfactory  results. 

Financing  Other  Staples 

A  practical  solution  for  the  financing  of  staples, 
raw  products,  or  commodities,  not  only  in  this 
particular  case  but  in  many  others  affecting  big 
business  in  other  sections  of  the  country,  suggests 
itself  as  follows : 

Let  the  purchases  be  settled : 

1.  Partly  on  a  cash  basis  according  to  the  resources  of  the 
buyers. 

2.  Partly  on  a  trade  acceptance  basis  according  to  the  credit 
standing  and  financial  responsibility  of  both  the  maker 
and  the  acceptor  of  the  bill  and  up  to  such  an  amount 
of  credit  as  the  seller  feels  justified  in  extending  to  the 
buyer. 

3.  Partly  on  a  bank  acceptance  basis  according  to  the 
amount  of  credit  facihties,  seciu-ed  or  unsecured,  ob- 
tainable by  the  purchaser,  either  through  his  own  banks 
or  through  banks  estabhshed  in  other  commercial 
centers  of  the  country  where  financial  requirements  are 
less  excessive. 

Owing  to  the  large  amounts  involved,  cotton 
merchants  and  spinners  should  be  prepared  to 
furnish  the  banks  with  the  actual  cotton  as  collateral 
for  the  accommodations  granted,  and  it  may  be  well 
to  anticipate  possible  difficulties  concerning  the 
warehousing  of  the  staple  in  the  most  suitable  loca- 
tion. In  this  connection  the  suggestion  has  been 
made  to  have  the  mills  of  a  certain  territory  pool 


or  combine  their  respective  warehouses  and  form 
independent  associations  duly  authorized  by  law  to 
issue  negotiable  warehouse  receipts. 

Forethought  and  Cooperation  Necessary 

The  situation  is  far  from  being  alarming;  it  simply 
necessitates  forethought  and  cooperation.  If  the 
banks  of  our  important  cities  can  be  induced  to 
participate  in  acceptance  credits  covering  shipments 
of  commodities,  it  will  not  be  so  difficult  to  move 
the  coming  bumper  crops  so  patriotically  and  suc- 
cessfully raised  by  our  farmers  and  so  badly  needed 
by  ourselves  and  our  Allies  in  the  prosecution  of 
the  present  international  struggle. 

Think  of  the  possibilities  of  increasing  our  credit 
resources  through  acceptance  credits  when  it  is  con- 
sidered that  only  about  one  per  cent,  of  the  commer- 
cial banks  of  the  United  States  are  now  doing  a 
regular  acceptance  business. 

Handicaps 

One  of  the  greatest  handicaps  in  the  development 
of  bank  acceptances  is  the  old  prejudice  that  many 
American  bankers  have  entertained,  and  are  still 
entertaining  to  some  extent,  against  showing  on 
the  statements  of  their  banks  other  liabilities 
than  those  incurred  for  deposits.  Notwithstanding 
the  provisions,  of  the  Federal  Reserve  Act,  there  is 
also  a  strong  prejudice  against  showing  bills  redis- 
counted  with  the  Federal  Reserve  Bank  in  the  same 
statements.  In  other  words,  many  of  our  bankers 
are  still  hesitating  to  take  advantage  of  the  facilities 
afforded  by  the  Federal  Reserve  Banks,  despite  the 
fact  that  they  are  officially  upheld  and  recommended 
by  the  Federal  Reserve  Board. 

Of  course  the  rediscounting  of  bank  acceptances 
creates  an  amount  of  contingent  liabihties  to  which 
exaggerated  objections  have  been  raised.  Practice 
by  the  most  prominent  banks  of  Europe  has  proved 
that  contingent  liabihties,  conservatively  distributed 
and  judiciously  diversified,  are  worth  watching,  but 
not  worth  worrying  about. 

Big  Acceptance  Credits 

A  short  while  ago  an  offer  was  made  to  many  banks 
in  the  country  to  participate  in  an  acceptance  credit 
amounting  to  $100,000,000  and  intended  to  finance 
that  part  of  the  Cuban  sugar  crop  to  be  imported 
into  the  United  States  during  the  current  year. 
Notwithstanding  the  small  number  of  banks  doing 
an  acceptance  business,  the  credit  was  quickly  over- 
subscribed. Another  bank  acceptance  credit  of 
$25,000,000,  covering  domestic  purchases  of  leaf 


tobacco,  was  also  easily  floated  a  few  months  ago. 
Don't  you  think,  therefore,  that  it  ought  to  be  rather 
easy  to  invite  and  persuade  most  of  our  commercial 
banks  to  take  an  interest  in  financing  a  part  of  the 
$500,000,000  that  New  England  and  the  South  may 
need  to  move  and  carry  for  a  reasonable  time  the 
cotton  io  be  used  by  your  merchants  and  spinners? 

New  England  Banks 

Boston  banks  have  been  among  the  pioneers  in 
adopting  acceptance  credits  in  financing  their  com- 
mercial customers  and  rank  today  first  in  the  country 
outside  of  New  York  as  acceptors  and  dealers  in 
foreign  and  domestic  credits.  But  if  you  allow  me 
to  talk  rather  frankly,  the  liberal  policy  of  the 
Boston  banks  has  hardly  been  followed  by  the  other 
banks  of  New  England,  maybe  on  account  of  un- 
preparedness  or  maybe  on  account  of  that  very  same 
hesitancy  or  prejudice  I  took  the  liberty  of  men- 
tioning above.  Perhaps,  also,  the  New  England  cot- 
ton mills  accustomed  to  transact  their  business  under 
the  old  methods  which  have  proved  satisfactory  in 
the  past,  have  hesitated  to  show  in  their  financial 
statements  direct  liabilities  arising  from  trade  ac- 
ceptances or  from  acceptance  credits  opened  by 
banks  for  their  account. 

Broader  Acceptance  Markets  Desirable 

Permit  me  to  state,  however,  that  the  time  is  ripe 
for  all  of  us,  when  we  are  invited  by  the  official 
authorities  to  do  so,  to  overlook  our  former  prejudices 
and  to  take  advantage,  within  conservative  lines,  of 
the  new  facilities  afforded  to  our  domestic  and  for- 
eign trade  by  the  Federal  Reserve  Banks.  New 
England  commercial  banks  stand  A-1  in  every  re- 
spect and  should  they  decide  to  issue  or  to  participate 
in  acceptance  credits  within  the  limits  assigned  to 
them,  thus  materially  helping  to  carry  the  business 
and  protect  the  industries  of  their  own  States,  their 
bank  acceptances  will  be  quickly  and  easily  disposed 
of,  not  only  in  their  own  State  or  City,  but  also ,  :i 
every  other  State  or  City  or  the  Union.  ^^tj 

Not  only  are  the  leading  banks  of  the  reserve, 
cities  buying  acceptances  freely,  but  open  discount  , 
markets  are  now  also  in  existence  and  are  develop- 
ing very  rapidly.    Discount  companies  backed  by, 
substantial  capital  have  already  been  formed  in 
Boston  and  New  York,  and  let  us  hope  that  a  few 
more  will  be  formed  in  other  financial  centers  of  the 
country. 

Savings  Banks 

It  should  be  mentioned  also  that  in  certain  States 
savings  banks  are  now  permitted  to  purchase  bank 


acceptances  and  that  a  few  States  have  passed 
special  laws  to  that  effect.  Among  them  are  the 
State  of  Connecticut,  which  I  believe  is  the  pioneer 
in  such  legislation,  the  State  of  Massachusetts,  and 
the  State  of  New  York. 

I  am  afraid  to  take  too  much  of  your  time  in  going 
into  the  details  of  the  laws  of  each  State,  but  as  a 
rule  the  investment  of  savings  banks  in  bank  ac- 
ceptances is  limited  in  the  Eastern  States  to  twenty 
or  thirty  per  cent,  of  the  total  deposits  and  surplus 
held  by  each  savings  bank.  Most  of  the  laws  limit 
such  investments  to  bills  accepted  by  national  banks 
or  other  members  of  the  Federal  Reserve  System. 
Three  to  five  per  cent,  is  also  the  limit  to  be  invested 
in  any  one  name  by  any  one  bank.  This  new  facility 
granted  to  savings  banks  will  increase  within  a  short 
while,  and  in  a  very  fair  measure,  the  demand  for 
bank  acceptances.  Savings  banks  buying  these 
bills  not  only  make  a  safe,  short,  and  liquid  invest- 
ment, but  also  avoid  the  risk  of  depreciation  that 
they  have  to  incur  when  buying  bonds,  even  when 
these  are  of  the  highest  class  and  offer  the  best 
security  to  the  investor.  Investments  by  savings 
banks  in  trade  acceptances  will  be  readily  available 
to  meet  any  large  or  unexpected  withdrawals  of 
deposits  because  they  are  immediately  convertible 
into  cash.  The  banks  can  rediscount  or  sell  the  bills 
held  by  them  either  with  their  regular  depositaries 
or  by  offering  them  direct  to  the  Federal  Reserve 
Bank  of  their  district,  or  by  disposing  of  them 
through  brokers  in  the  open  discount  market. 

Mobilizing  Our  Credit  Resources 

Forgetting  all  local  interest  and  taking  a  broad 
view  of  the  situation  as  it  exists  at  present,  that 
is  to  say,  realizing  that  we  are  at  war  and  that 
we  must  face  the  facts,  we  should  consider  that  the 
Government  is  planning  to  spend  $24,000,000,000 
during  the  next  fiscal  year  and  is  insisting  upon  a 
taxation  program  to  yield  about  $8,000,000,000; 
that  our  banking  institutions  will  be  called  very 
so  n  to  assist  in  the  moving  of  very  large  crops, 
8  long  which  the  wheat  and  cotton  crops  alone  are 
stimated  to  be  worth  nor  less  than  $2,000,000,000 
each;  and  that  the  enormous  tonnage  of  the  ship 
building  now  progressing  all  over  the  country, 
amounting  to  not  less  than  13,000,000,000  tons  dead 
veight  and  2,000  ships,  the  large  Government  con- 


tracts, and  other  war  business  will  required  many 
billions  of  dollars.  It  is  time,  therefore,  for  the 
people  of  this  great  commonwealth  to  begin  to  under- 
stand as  never  before  the  absolute  necessity  for 
mobilizing  and  safeguarding  our  credit  resources. 
Most  of  our  cash  resources  will  presumably  be  re- 
quired and  should  be  expected  to  float  our  future 
Liberty  Loans  or  to  carry  United  States  certificates 
of  indebtedness,  whereas  our  foreign  and  domestic 
trade  should  be  almost  exclusively  handled  through 
commercial  credits. 

The  Federal  Reserve  System,  fortunately,  con- 
stitutes the  largest  reservoir  of  available  credit  in 
the  world,  and  the  most  elastic  system  of  credit 
may  be  found  in  bank  and  trade  acceptances. 
Europe  has  practised  it  for  two  centuries  and  our 
own  Government  is  today  backing  it  through  the 
Federal  Reserve  Board.  Why  should  we  hesitate, 
therefore,  to  adopt  it  in  the  present  emergency,  when 
our  sole  aim  is  to  go  the  limit  in  our  man  power  and 
in  our  banking  resources  to  save  civilization  and 
perpetuate  democracy. 

Conserve  Our  Fiscal  Strength 

At  the  beginning  of  the  war  we  were  debtors  to 
the  extent  of  from  $5,000,000,000  to  $6,000,000,000 
to  foreign  countries.  Since  August,  1914,  we  have 
acquired  more  than  one-third  of  the  world's  gold 
coin  and  bullion,  and  have  purchased  abroad  be- 
tween two  and  one-half  and  three  billion  dollars 
worth  of  American  securities.  We  have  loaned 
through  private  channels  approximately  $2,000,- 
000,000  to  other  countries  and  through  the  Govern- 
ment have  advanced  $5,000,000,000  to  our  Allies. 
America  will  also  soon  have  its  own  merchant  marine 
and  we  shall  then  pay  to  ourselves  our  own  freights. 

In  contemplating  our  tremendous  fiscal  strength, 
however,  we  should  not  lose  sight  of  the  necessity 
for  conserving  it,  and  also  for  holding  our  present 
supremacy  in  the  world's  money  market.  Let  us 
prepare  likewise  to  hold  and  further  to  expand  our 
new  foreign  trade  against  the  resumption  of  normal 
conditions.  In  brief,  I  am  convinced  that  the  gen- 
eral use  of  bank  and  trade  acceptances  will  be  one  of 
our  greatest  national  assets  not  only  in  the  present 
crisis,  but  also  in  the  economic  struggle  which  will 
follow  the  cessation  of  hostilities  on  the  battlefields 
of  Europe. 
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